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iBSTRACT . 

This oocuffl^ntr , one. in a series of consumer education 
materials p.repared for U-H Club members and secondary students^ 
focuses on crfedit and money manragement. Because credit has both ' 
positive and negative aspects^ teeAagers must be informed hov to use 
credit visely and how to avoid getting ijito financial difficulty. 
Specific objectives ar.e for students to realize that credit costs 
'noney^ acg.uire an undei^standing of the cost terminology necessary to 
shop 'for credit^ an4 recogniz'e the advantages as well as t:he 
disadvantages of ^sing cjredit. The document is divid'ed^ into two 
sections. The first pari is the teacher's guide which contains 
statement of purpose^ ©objectives^ ideas r suggested resources ^ 
learning activites^ and evaluation. The second^section is the student 
material wkich presents background reading and learning activities, 
(Author/JR) « ' . , 
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statement of purpose 

When a young persorv becomes 18 years 
old, he or she assumes the rights and 
responsibilities of an adult. Among 
such rights is the right to use credit 
without parental signature. Unless one 
Understands how to manage credit, this 
financial tool can have negative econo- 
.mic effects. Teen-agers must be inform- 
ed how to use credit and how to avoid 
getting into f^inancial difficulty. 

★ ★ ★ ★ ★ 

objectives of understanding credit 

For youth to realize that credit always 
costs money. ' ^ ^ 

To help the youth acquire an understand- 
ing of the cost terminology necessary 
to shop for credit. 

To help thefyouth recognize the advan- 
tages as well as the disadvantages of 
using credit. 

* ★ ★ ★ ★ 



There are advantages as well as disad- 
vantages to using 'credit.' 



fl^T 



IDEAS (fO TEACH IN UNDERSTANDING CREDIT 

Credit is one of the most powerful finan- 
cial tools available. 

The amount of your\income, which will 
be available for buying goods in tna >^ 
futur^, is re(juced by the amouQjfe^f 
crediij you use in the present 

Credit costs'you money. 

You should always shop and compare the 
price t^s oji credit. 

Credit has two price tags -- finance 
charge and annual percentage rate. 



★ ★ ★ * * 



SUGGESTED RESOURCES 



People 



Lawyer. A lawyer would be an excellent 
resource person to explain the rights* 
and responsibilities the teeos will 
have related to credit when they become 
18 years ^old. • The importance of these 
rights and responsibilities- should not 
be overlooked. A credit rating, whether 
it be good or bad, will follow a person* 
throughout life. * 

I Literature I ' 

UNDERSTANDING CREDIT 
4-H SI 37.1 M — Member Pi^ce 



Visual Aids 




The visual aid suggested iS av/ilable 
from the Florida Cooperat^ie^xtenjion 
Service. Request from your County 4-H 
Coordinator at least '3 weeks in advance. 

PRICE TAGS ON CREDIT 

Colored jslides or -81/2" x 11" paper line 
drawings; 3-5 minutes. Explains the * 
two price tags on credit— the finance 
charge and the annual percentage rate. 
Basic to the stucjy of credit. 

★ ★ ★ ★ * 

SUGGESTED DISCUSSION OUTLINE 

It's advisable for the special interest 
4-H members to have read the information 
in the member ^iece of UNDERSTANDING 
CREDIT (4-H SI 37.1 H) before the dis- 
cussion. 



Ploridi Coopfratfvt ExUn«on Sfrvict 
Initttutt of Food and Apnculturtl Sc^tnct* 
Unrvarsity of Florida. (3ainacvillt 



I. Ask the youth what credit means to 
them. Dis.cUss. what they think credit 



IS. 



2. Discuss how credit borrows from your 
future income. 

3. Discuses why you will be able to buy 
fewer goods in the long run when you 
use credit. - ^ 

41 Why do some people refer to using 
credit as "renting money"? 

5. Show the visuals titled THE PRICE 
TAGS ON CBEDIT. 



6. Discuss th'e two credit price tags— 

— finance charge - tells you how, much 
money you are paying for cr^Bt. 

T- annual percentage rate - tel » you 
the' true annual rate of interest for^ 
credit. 

7. Why is It a good idea to always shop 
and compare credit costs? 

8. There are* several good reason? for 
using credit. You V|^ll wantv to have*, 
the youth discuss what they consider to 
be advantages to ustng^credit. Below 
is a partial list you 'may find useful 
as a filler in the discussion. 

— credit is convenient. 

— credit helps you establish a credit 
record, which is important in our 
credit oriented economy. 

~ credit can help you meet financial 
emergencies. 

~ c^redit may>make it possible for you 
to take advantage of a financial op- 
portunity, such as a sale, and thus 

' -save money. 

— credit may enable you to receive be- 
nefits lon4 after paytnents are com-* 
pletei,* such as using credit for a 
college education. , 

— it's i means of forced "saving" for 
those who can't ^eem to save money 
in advance «nd buy with cash at a 
lower price* \ 



9. There are also reasons for not using 
credit. Have the youth discus^.what 
they consider to be disadvantages to 
using credit. A partial list is.given ' 
below for your convenience. 

— buying on credit costs more than 
paying cash. 

/ ~ you m§y commit yourself to more pay- 
ments than you can meet and still 
pay current living expenses. 
^ — credit may limit your opportuiiities 
•to shop aroynd for the best buy. 

— you may get into financial difficul- 
ties if you should lose your»^job, 
become ill, or have other unexpected 

\ conditions develop. 

— you may f\ot have as much .credit 
education as you need. 



***** 



V DID YOU KNOW THAT . , . 

... all credit ,does not cost the same? 
The annual percentage rates vary from 
less than 10 ijercent to abooit 34 percent"* in^ 
Florida. _ " ' 

... there's little logic in sfiending ^ 
hours looking fdr the best buy in a 
certain piece of merchandise if you 
sign the first credit contract offered 
to you? Credit should be-s>K)pped for 
just as carefully as any other purchase, 
if you are to get the best deal all ^ • 
around. 

. 

... you can often get a cash loan foV a 
purchase at less cost than by financing 
the purchase with sales credit? This 
is )nhy you need to investigate the dif- 
ferent sources of credit. 

... you need to keep your credit receipts 
and check your monthly statements care- 
fully? Mistakes do occur, even" with 
computers. • 

... you comnit your future income when ' 
^ you buy on credit? ' i 
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■ A 



STATEMENT OF PURPOSE 

For the most' partTRe Credit granting 
system operates behind the scenes. As 
a ^consequence most people don't re'alize . 
how they affect whether or not credit . 
is granted'to them. It's very impor- 
tant for young people just J)eginning to 
use^credijt to understand the credit 
granting process and th^ir place "in the 
process. ' ' - - 

: \ ^ ★ ★ ★ ★ ★ 
OBJECTIVE- OF 

THE CREDIT GRANTINP PROCESS 

For the youth to become aware of how 

the credit grant irrg system operates. 
« 

★ **»** 

ideas -TO TEACH IN ' 

THE CREDIT GRANTINtJ SYSTEM 

The- information given on a credit appli- 
cation-is used as a guide by <the credi- 
,tor, to 'learn about you ^nd your use of 
credit. 

r ; 

A credit investigation is a study, to 
find 04;t What Wnd of Credit customer 
you ar"e'."^> ';r . 

A credit bureau is*^ clearlfighou^e for 
the exchangiB infbrmat4on by merchants 
on people who, use credit* 

« 

A credit record is a history of your 
use of credit. . 

A credit rating ts'^tiiej:tesirl t of an 
evaluation of your qualifications to 
receive cred'it. 
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SUGGESTED RESOURCES 
People 



\ 



Credit Bureau Manager . The manager of 
a cred.it bureau would be excellent for 
explaining how 'credit records are kept, 
the importance of paying bills promptly 
and what to do if something unfavorable 
gets into your credit file. Such a 
person may want to expf'ain tha-t credit 
bureaus don^t make credit ratings; ra- 
•ther, they merely serve as a clearing- 
house for information for member organi- 
zations., 



Places 



Credit Bureau . If it would be possible, 
a field trip to a credit bureau would 
be an educational experience for the 
special interest 4-H members. ' 

Literature' 



THE CREDIT GRANTING SYSTEM 
4-H' SI 37.2 M — Member Piece 

HOW DO YOU RATE CREDIT-WISE?, 
Florida Cooperative Extension Service.' 
Request from your County 4-H Coordina- 
tor. (EHE ;i23) Free - 



I Visual Aids I 

The visual aid suggested is available 
from t-he Florida Cooperative Extension 
Service. Request from your County . 
Extension 4-H ^Coordinator at least 
3 weeks in advance. 

HOW DO YOU RATE CREDIT-WISE? 
Colored slides or 81/2" x 11" paper line 
drawings; 5-8 minutes. TW^ visual aid 
takes the viewers behind. the scenes ^;o* 
see how. the credit system works . The 
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Vif^loridt Cooptrttivt Extfntion Strvicf ' 
Inttttutt of food and Agrtcuttural Sctencts 
Unfvtmty of Ffprida, QtinMvillt 



five parts of the credit granting sys- 
tem are explained along wUh hints oh 
how to keep your cre4lt record in good 
.shape^c \^ . 




SyGp|STEb:DrS.CUSSIO(l; OUTilNE ' . '\ 

It's'adv<sab1e for the special interest . 
4-H members to have^ read the ^information 
in the member piece of THE CREDIT GRANT- 
I-NG. SYSTEM '(4-H SI 37.2 M) before the 
discussion. 

1. Use the s^uggested visual ai^HJOW EX) 
YOU RATE CREDIT WISE^ ; as an" introduc- 
tion* to this lesson. 

2. Have several different credit appli- 
cations to ^^how the youth. 

i ^ 

Discuss the types of information re- 
l^^tiested on the credit applications'. • 
v/\^k the youth to give reasons why- they 

think some of tjhe iftformation is tre- • • 

quested. • . , 

4. Find out if any of the yoa&t have 
.ever filled out a credit application. 

5. Discuss th*e purpose of the credit 
application information. 

6. DiscQss the importance- of a predit' J 
investigation from the creditor's^ stand- 
point. , I 

7. Point out the two functions of a 
credit bureau—- v 

— to ac'cumujate information .abbut a. 

^ , person when he applies for^cr^edit 
and as he uses credit. / 
to verify the/ini^rmation a person ' 
gives the creditor on his credit 
application. - . 

8. Many-people have the misconcjBj^tion 
that ci^edit bureaus give credit ratings. 
They don't. They merely act as a clear- 
inghouse for the exchange of information 
by merchants on people ^o use credit. 



9. Briefly mention the FairXredit-Sfe- ' 
porting Act, 'Si nee'* it <)eals with^cre-^. 
dit bureaus. Yo.uMl^find "^dditiona? ., 
infoMatfoh frf-4-«' $T 37 v6 M, .Vd^U 
THE ?ED£RAL: CREDIT LAWS. ' < ^' 

— I^avf is de,5i'^ngd .to protect you if 
1 you doff^ get;^Gt"edit;because of some*- 
thing. in your credit, record '^t the\ 
credit bureau. ' ; * . -^r; V « 

~ law givei^ou jSO days in which* to \ 
go to the, credit ^bureau to^learn \^ 
^- what information'is in youV. credit . 
record. ^ • ; 
. -- law allows you to^have a statement . 
of lOOi words or less pyt in your cre- 
dit r.^ord explaining your. side of 
the stbry, if you s6 desir|. 

10. Discuss the content^of a credit' 
record-- ^ \ ^\ 

-- all the information yoiKfftive given 
a6out yourse^lf^when applying for- 
credit. ' * ' - 

how often you use credit. * 
—what you use credit for, ^ jr 

the speed w]th which you pay^ your r 
^ bills'. ^ , * 

information from courthouse' files ^ : 
such as the filing for< divorce,, banlj- 
'ruptcy^and any ju(Jgmenti^ against 
. yoa*fbr not paying/a debi. , 

lU Discuss' the "fil'e life" of certain 
information— 

-- bankruptcy - 14 yearsl - '* ^ 
judgments - 7 yea^rs. 

12.* Emphasize^ that as you use credit, 
you create eT picture of yburself^as a * 
credit user; This picture, which yOu , 
make for yourself, is all the- creditor ^ 
ha^ to look at when he decid'es' how to,^ 
rate you credit'wise-: ,. I * 

13* Discuss the meaning' of a credit^ / 
rating. > ^ ' - : 

14. Di^scuss the tyf)es of things tha£ 
wilVhelp a person have a good credit 
rating ars well as those things which ' . 

'will hurt a ^person credit rating. 
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ga^nt^ ESTABLISHING CREDIT ^ 

Special Interest Teaching GuiSe- ' 
Learning 'AB.Quf; Credit. ^-H- Project. 



" statement of purpose ' • ' . 

• , ' • • • * ^ 

^ Knowing how to establish credit is im- 
portant' to young people. 'Thefe are go^- 
; ing tii be. times during their >ife when 
^ they.'re goi^ig to need, to'.uSe. credit/ If 
, they haven ^t established credit, they ^ 
r rtaynot be able to get it when tbey need 
It most. ' " ' ^ . 



bank's lodh depar*tment Would make arr *^ 
• \ , excellent resou)?ceo person-,. Such A pev-^r^ 
/ son tould discuss how a young person 
\ can begin establishfng credit, vthe im- 
portiance of establishing credit, and 
hoy to keep t^heir" credit record Ijp • 
good shape. ' v » " , " 



★ •★★** 



OBJECTIVES OF, ESTABLISHING CR^IT - ^ 

for the youth to risalfz^e that using . 
^credit Is a privileges '.^ 

^To\tieTp the, youth }?ftow how. to keep t+ie 
privilege* of using credit mce they , 
acquire It. " -t^ . " / 

* * * * ★ * * 

' IDEAS. TO TtACH^IN'ESTABLISHINfr CftEDit 

To establish credit, Creditors must 
^ feel fhey can trust you. 

Establishing crfedit, takes time and 
/e'ffort. 

'stSaSy job arret ihcome ar|' important 
irt establishing credit. 

Piiyrn^nt's should ^always 'be made dri' time. 

-Buying top much on credit at any-pne 
" tint? will not -look goo'd on your credit. 
rfeciofrKi. . " \ • 



* W * */* 



* SiJeefeS^D gESOURCES 



Bank l^oah Ot^er . 



An.officlr from* a 



I Xiterature'^J ' * , 

ESTABLISHING CREDIT ' 

4-H SI 37.3 M — ftember Pierce 



QO YOU RATE CREDIT-WISE? . \ 
^ Florida CooperatiyejExtension Service. 

Request f rocn- yoiir County 'Extension 
^ 4-H Coordinator. .(EHE 123) Free* 

* .★★*★* . ^ 

.Suggested discussion outline ^ 

- It's advisably for the special interest 
4-»H members to have read the jnfonna- 
tion in the member piece of ESTABLISH- 

\.IN6 CREDIT (4-H Sr37.3. M) beforje^ the 
discussion. - ' ' ^ 

' 1. Discuss the meaning, of the-Latin N^erb. 
credo from which thp Word credijt is de- 
rived. >, • " 

2. Djicuss how credit buying is differ- 
ent from paying cash.^ • 

' f / ' , 

'3. 'Why do, creditors -feel they must ^ ' 
, trust you ifi order to give yoij' cfedjt? 

4. What are the^3 C*s that creditor^ 
give consideration to in judging you \ 
as a credit' risk? 

— character*- your willingness to pay 
/ ' your credit obi igat'ioas. 
* — capacity - your ability to pay your 
obligations from your income* 
—capital - owning property or things 
worth more than your' debts/ * S 



' Fionda'Cooptrativt Exttnsion Service 
Instituta of food and Agrtculturat Sciences 
•Univtrsity of f loridi, Gainesville 



5. Discuss the other aspec^^ of a per- 
son's life a creditor will lopk at. 
— employment • f- ^ 

" income 

residence - ? 
" financial structure * 
" debt record 
T- personal characteristics 

^6. Below are. two case studies to read 
'to the youth. Have the youth giv.e ^rea- 
sons why they think Bob Anderson would 
-be a good credit risk while Phil Brown 
would not be^. 

1 

Credit Record of Bob Anderson 
Bob Anderson is married, ^has two child- 
ren, and owns his home. "^He has beeh 
employed by the same company for .nine 
years. -Recently he was promoted and 
now make's approximately $17,000. His 
sources of credit include two multi- 
purpose credit cards., credit from a 
local bank, charge account? at four , 
depantmeht stores, and credit cards 
from three, gas companies. Thq^ largest 
amount he owed at one £ime was $1 ,000. 
Bob always pays his bills promptly,. 
In addition to his savings and checking 
-accounts, he has^a life insurance policy' 
'and invests regularly in mutu^il fUnds^ 
and stocks. ' ^ . • 

Credit Retford of Phil Brown 
Phil Brown has been married twice. He 
has five children by hrs present wife^ 
and helps suppbrt the two children, from 
his previous marriage. He always rents, 
tut moves every year or two. He*s 
lived in every part of Florida, from 
the Panhandle to the Keys. Phil has 
changed jobs^^seven times jn the last 
four years. He always works as a semi- 
skilled" laborer. His average income 
is $7,000 a year. Ten years *^go he ran 
up debts totaling $900 at four stores. 
His payments were overdue for several 
months. He rep/id $100\ but later went . 
into bankruptcy. Since that time he 
had been "paying his accounts oh time, 



that is^ until four months ago when fie 
started faliirig behind in two of his 
six accounts. Phil has no savings ac- 
•count. He does have a checking account 
but itnjsually has next to nothing in 
it, - . » 

<, 

' 7. You might like to make .some observa- 
tions about thes^ two casfe studies. 
~ Both Bob and Phil have been using 
• credit for several years. 
. But , they have used it very differently. 
— During that period of time, they have 
created a picture of themselves as 
credit users. * , 

--'This picture, which they ha^e made 
for themselves, is all the tfreditpr 
has 1:0 look at when he decides how 
fo rate them credit-^wise. \ 

8. Discuss the points in the section 
"Establishing Yourself Credit Wise". 
This section is designed to^help young 
pgople know what is important in estab- 
lishing credit and how they can begin 
to establish credit. 

9. Why should paymeiits always be^made 
on time? ^ , , 

10. What should you do if a payment will 
be late? 

11. Why should one be careful not to 
buy too much oji credit? 

12. Have the youth make up a list of^ ^ 
questions they would ask to decide whe- 
ther or not someone is a good credit 
risk. 



010 VOU KNOW THAT. . . 

... if you have a rather common name, 
it's most important that a creditor 
have your address and employment infor- 
mation. In this Hay he can check to 
see which John Siryth you really are. 



★ ★ * ★ ★ 



.1 Home M«n«f emrent and 
.* FamUy Econofnfcs Specialist 
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fagrr^n ly^ CREDIT CONTRACTS 

Special Interest Teaching Guide 



Learning About Credit .^-H Project 



STATEMENT OF PURPOSE 



■ 2- 



Credit contracts are legal documents. 
They are binding upon both the buyer 
and the seller^ Both have certain 
rights and responsibilities. However, 
the buyer has the' greatest respof^sibi- 
lity in being certain he or she reads 
and understands a credit contract be- 
fore signing.^ Much of the terminology 
^in credit corTtracts is confusing to the 
layman. Since youngs people will be ab- 
le to enter into contractual agreements 
at the young age of 18, they need help 
in understanding the significance bf 
signing a contract as well as how to 
read and underj^tand contracts. 

★ ★ ★ * * 

4 

OBJECTIVES OF CREDIT CONTACTS 

For the youth to realize the signif-^- 
cance bf signing their name to a credit 
contract. c 

^ To help tfie youth become familiar with 
the terminology of credit contracts. 

To help the ycujth recognize the impor- 
tance of readin^^d understanding all 
the terms of a creXit co/itract -before 
signing. 

IDEAS TO TEACH IN CREDIT CONT-RACTS 

A credit contract'^lfs' a legal document 

which is binding upon both the buyer 

and the seller., 
t 

Credit contracts should be read and 
understood before signing. 

Never sign a contract with blank spac4s. 



Know to whom you rndke all payments. 

Unless verbal agreements with the sales- 
man are written in the j:ontract, they 
aren't binding cm the seller. 

Always get a copy of the contract to 
keep at the time you sign. 



SUGGESTED RESOURC 




People 




Lawyer or-Bank Loan Officer . Either iof\ 
these two types of resource people woulc 
make excellent speakers. They would\be 
well versed^ in the terminology of credit 
contracts and could tell the teen-ag^s 
the specific points to 'look for eis well 
as how to decipher the small print. • 



Materials I 



It would be good if you could have 
enough<opies of at least one credit _^ 
contract for each member of your t^ias?^ 
You will also* want to collect examjxies 

of more than one type of contract. " 

If you wouldn't feel it an infringment 
upon your privacy, use some of the co- 
pies of credit contracts you're signed 
as teaching aids. You.njay want to 
mount the contracts on the bulletin 
board or scatter them throughout the 
room for the youth to be able to see 
arfd study. ' ^ 

SUGGESTED DI^SION OUTLINE 

It '6 advisable for the special interest 
4-H members to have read the informa- 
tion in the member piece of CREDIT CON-' 
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TRACTS (4-H SI 37.4 M)- before th6 dis- 
cussion. 

This outline is merely a suggestion. 
You may want to change its emphasis 
depending on whether or not you choose 
to use a resource perso^n. ^ 

1. Emphasize that a credit contract is 
a legal document. As such* the person 
who signs a contract is responsible to 
meet the terms of whatever he or she * 
signs. 

2. Discuss the purpose of a credit 
contract-- 

— to give the terms of the sale when 
you buy something on credit. 

— to give the terms of the repayment 
of money when you borrow money. 

3. ^ Discuss the points that should be 
cheeked before signing a contract— 

— read and understand everything. 

— make si/re all blank spaces are pro- 
perly filled. 

— know to whom yojj make all payments,: 
understand the' seller's commitments. 

— make sure cill verbal agreements are • 
written in the contract and initialed 
by the salesman. 

— get^ a copy of the contract at the ' 
time yoCi sign. 

4. Discuss the points a contract should 
state clearly— . 

~ exactly what you're buying 

— cash price 
~ down payment 

-r trade-in allowance 

-- insurance costs, if any 

— any other costs 
finance charge 

~ annual percentage rate ^ 
total amount due ^ 

— amount .and number of plfments 

— dates payments are due 



~ what happens if you can't pay or 

if your payment is late 
— what happens if ,you* wantzlo pay 

'ahead 

5. Discuss the list of words that is 
gi^en tn 4-H SI^ 37^M. 

6. Give each youth a credit contract. 
Read through the contract and explain 
its meaning. 

♦ 

7. Allow the' youth an opportunity to 
read and study several different credit 
contracts. , 

* ★ ★ ★ ★ 

GUIDES FOR THE USE OF CREDIT^ 

Make the down payment as large as pos- 
sible and the repayment -period as short 
as possible. 

Don't let installment contracts runSo 
long that the psychologic^il enjoyment of 
"having it now" wears off before the 
debt is paid. After all, there's noth- 
ing worse- than lingering payments. 



Use charge accounts and credit 
intelligently. - Don't use them 



^next month's 
purpose. 



income. That's ndt their 



cards 
to spend 



Look for 'the tjest credit bargain when • 
you do. use credit. i 

Assume no more debt than you .canr^a- 
sonably expect to repay 'out: 6'f you^ 
current level of income. 

When buying tnajc^r items, arrange'for 

terms that have you owing less than 

the resale value of the item you bought. ' 

Pay the balance off as quic^cly as you 
can. You'll save money. 



* PrepAird by Charla Barucht Durham 
Home Manatement and 
• FamUy Economics SpcclailstTi-^^ 



* * * ★ ★ 
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ment5/f WHERE- TO GET CREDIT 

Special Interest Teaching Guide 
Learning .About Credit ^-H Project 



ST/f EMENT OF PURPOSE 

You'^can get credit from several differ- 
ent places. Each of the sources of cfe-^ 
dit have different^charactferistics that 
serve your different credit peeds. The 
costs and requirem^n^ts for credit differ 
at each of the sources. To be sure of 
getting the most for your money, you 
need to be aware of the different types 
and sources of credit and compare the 
costs and requirements. 

★ ★ ★ ★ ★ < 

OBJECTIVES OF WHERE TO GET CREDIT 

Tb become aWare of credit alternatives. 

To recognize tbatlieeds^ f or credit 
differ. 

» 

become acquainted with the sources 
foi^all types 'Of credit. 



To understand the basic differences 
among the credit sources. 

To know how to investigate'^and deter- 
mine the .best source of credit, for each 
need. * 

* ^ * * 

IDEAS TO TEACH IN 
WHERE TO GET CREDIT 

*The sourqes for credit can be divided 
into three groups ^depending on the type 
of credit they provide. 

The type and source of credit that's 
best for you depends^on your credit 
needs. . • ^ 

The costs an^ requirements for credit . 
differ at each of the sources. 



* ★ ★ ★ ★ 



12 



SUGGESTED RESOURCES 



People 



/ 



There are several people who could sup- 
ply additional information or partici- 
pate in a discussion about where to get 
credit. They include a bank loan offi-. 
cer, the manager* of a credit union, 
the manager of a small loan company, 
the manager of a retail establishment's 
credit department, as well as the per- 
son in charge of a bank credit card 
department. 

^ ' ' / ^ 

I Literature | 



WHERE TO GET CREDIT , 

4-H SI 37.5 Member Piece^* 

TYPES OF CREDIT an# SOURCES OF CREDIT 
Florida Cooperative Extension Service. 
Request from your County Extension 
VH Coordinator. (EHE 115 & EHE 118) 



Visual Aids 



The visual aid suggested' is available 
from the Florida Cooperative Extension 
Service. Request from .your County 
Extension 4-H Coordinator at Jeast ^ * * 
3 weeks in advance. 

WHtRE TO GET CREDIT ' . ' 

Color slides or 81/2" x 11" paper line 

drawings;* 5-8 minutes. Explains the 

various types and sources of credit. 

Al50 explains how the different kinds 

of^ cr-edit can serve your different 

credit needs. 

, , ' • • 

★ ★ ★ ★ ★ 

SUGGESTED DISCUSSION OUTIINE . 

It's advisable for the s^Decial interest 
4-H members to have read the information • 
in the member piece^of WHERE TO GET CRE<^ 
DIT- before the discussion (4-H SI 37.5 M). 



ERIC 



^ Florida Cooperative Extension Service 
rt^tute of PoQd and Agricuitura) Stfi«ncts 
University of i^lorida. Gainesville 
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re raeanii 



Morejpeaning would-be added to the dis- 
cus^n if the 4-H members had worked 
on one or more of the activities sug- 
gested in 4.H SI 37.5 M. 

1t Have a brainstorming session during 
which the youth think of as many.. dif- 
ferent places to get credit as they can. 

2. Have the youth classify the sources 
of credit into, the three major groups: 
financial ihstjtutions, retail estab- 
lishments, and^redit granting corpora- 
tions. ' 

• 4 

'3. Discuss the types of ^credit you can . 
get from ^ach* of these' sources. / 

— cash credit (money) from financial 
'institution^ 

— sal-ejT credit (goods and services) 
fr6m^;^etail establishments , 
multi -purpose creait from credit 
granting corporations, 

'4. A Hide range of credit plans have 
been invented to meet your every credit, 
need. Below are a few exainples'-^o^ help 
the youth. understand how sfome credit 
plans are better suited for some nee4s 
.than otheH. ' Ot^cuss each. 

— What type of credit plan would be 
best for a person who doesn't like to • 
carry a lot .of cash when shopping, yet 
may hot "like extending credit payments ^ 
oyer several months? . ^ 

(30 iJay charge account)', 

— What type ot credit plan would you^ 
advise an 'individual to have who doesV 
lot of traveling? 

(One of the malti -purpose cards like 
the bank> credit cards, travel and 
entev^tainmefit credit cards, or gas 
company credit cards.) 

— What type of credit \w^ld you use if 
yotj were buying "a- refrigerator or some 
•other. major appliance?. 

^ {An installment contract— it could 
* be financed either through the dealer 
i0rj,a financial institution.). 



5. Ask the group to think of other ex- 
.amplas and 'Situations. 

6. Some people can. get credit from any 
source while others find that credit 

i-s available from only one or two sour- 
ces. It all depends, on your credit 
needs, your credit record, and the 
special credit granting characteristics 
of the various sources. Below is a 
brief description of^some of .the sources 
and a gener/il indication of how you ^ 
qualify for credit from each. Discuss. 

To borrow from a life insurance com- 
pany, you must hav% a life insurance 
policy that has a' cash or loan value. 

— To borrow from a credit union-, you 
must ^e'a member. You can be a member 
of one only if you work with an orgai;^*- 
zattem or belong to some other group 
>hat has established a credit union. 

— To borrow from a bank, you need to 
have a f€irly godd^redit record. 

~ Small loan coj^pantes^lend to those 
^ who don't have tge best predit record 
And sometimes c3Tr^ get credit else- 
vyhere. However, th'ey do want some 
.assurance they'll get their money back. 

— Most4)eople can get credvt from a 
retaifl establishment. * But they too 
arejiite^ested in not losing their monej/. 
SoTthis >vill affect whether or not they*, 
^tve you credit. ^ 

--Banks screen their 'credit card appli- 
cants very carefully. But if you pay 
your bills promptly, youMl probably 
qualify for a bank credit card. ^ 

7. Credit costs. money. However, not 
all credit costs the same. Discuss 
the range of the cost of credit from 
the various sources. 

8. Discuss the activities the youth 
have done related to this lesson. 



★ * ★ ★ * 
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VOU AND THE FEDERAL LAWS 
Special Interest Teaching Guide 
Learning About Credit ^-H ?rgje( 



STATEMENT OF PURPOSE 



There are two federal laws that are im- 
portant to the credit shopper. One is 
called the Consumer Credit Protection 
Act J the other is the Fair Credit Re- 
porting Act* Unless one understands 
the purpose and intent of these laws, 
they are of no'value* Teen-agers must 
be Informed of the protections provided 
by these two federal credit laws if 
they are to benefit from this jlegisla 
tion. \ 

* ★ ★ 

OBJECTIVES OF 

YOU AND THE FEDERAL CREDIT LAWS 



For youth to become aware of the federal 
laws related to credit. 

To help the youth acquire an understand- 
ing of the purposes and protections of 
the federal credit laws. ^ 

IDEAS TO TEACH IN 

YOU AND THE FEDERAL CREDIT LAWS 

There are two federal credit laws that 
offer protection. to credit users. 

Federal laws neither limit the amount 
you pay for credit nor control the con- 
diti&«s of credit. 

The purpose of the Consumer Credit Pro- 
tection Act is to make sure you get 
complete arid accurate Information. • 

The Consumer Credit Protection Act 
standardized two important terms— fi- 
nance charge and annual percentage rate. 



The purpose of the Fair Credit Report- 
ing Act is to protect your credit rat- 
ing. 



★ ★ ★ ★ ★ 



ESTED RESOURCES 



People 



Lawyer . A lawyer could discuss the 
prttection and benefits federal credit 
laws provide the indTvldual who uses 
credit. You would probably want the 
lawyer to discuss the st;ate credit laws 
at this time also. 



L#^erature 



/ 



'YOU AND THE FEDERAL CREDIT LAWS 
4-H SI 37.6 M — Member Piece 

SUGGESTED DISCUSSION OUTLINE 

It 's. advisable for the special interest 
4-H members to have 'read the Information 
irt the member piece of YOU AND THE FED- 
ERAL CREDIT LAWS {4-H SI 37 .'6 M) before 
the discussion. 

1. 43jscuss the names .given the two 
federal credit laws and what these - 
titles imply— 

-- Consumer Credit Protection Act 

(sometimes called Truth-In-Lending) 
~ Fair Credit Reporting Act 

2. Point out that neither of these laws 
have been ifT'iffect for many years 

. — Consumer Credit Prot^tion Act went 
into effect July 1 , 1969. 
— Fair Credit Reporting Act became 
. effective April 24,. 1971. 
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3. You might like to impress upon the ^ 
youth that much time is spent in debat- 
ing and refining a proposal before it 
becomes a law* Below is a brief his- ^ 

> tory of the Consumer Credife Protection 
Act: 

1960 - bill was first introduced as 
the Consumer Credit Labeling Bill. 

— May 29, 1968 - bill was signed into 
law as the Consumer Credit Protec- 
tion Act. 

— July 1, 1969 - law went into effect. 

4. There are three parts to the Consumer 
N Credit Protection Act that the youth 

need to be familiar with. They cover 
the topics of: 

— disclosure 

*— rescission"'^' — ^ 
~ ad vert i si 

5. Discuss the three requirements of 
the disclosure part of the Consumer 
Credit Protection Act-- ' 4 ' 

" ~ the creditor must discTlose and ite- 
mize all the parts of the credit 
contract. 

— the creditor must give the total .of 
the finance charges in dollars and 
cents. 

-- the fimance charge must be stated 
as an annual percentage rate. 

6. Have siOme credit contracts for the 

^ youth to%tudy so they can see the kind 
of information required on a credit con- 
tract bV the law.- 

. . ■ } 

7. Discuss the purpose and importance 
of tne three day rescission rule. Sug- 
gKt the youth discuss this rule with 
their parents to see if they have ev^r 
been involved' in a contract where this 
rule applied. ' 



8. Discuss -^hy the ad^?€rtising part of- 
the law is helpfuTto the consumer. 

9. Have some newspaper credit fon" 
the youth to study to see if they com- 
ply with the re4uiren}ents of the Con- 
sumer Credit Protection Act. 

lO* Disc4jss the amendment to the Consu- 



mer Credit Protection Act and what this 
means in terms of protection to some- 
one whose credit cards are lost or sto- 
lerK Find out if the youth know of 
anyone who has had their credit- cards 
stolen or has lost them^'- 

lU 'Discuss the basic purpose of the 
Fair Credit 'Reporting Act— 
~ to protect cons\jmers against the cir- 
culation of erroneous, incomplete or 
obsolete information on which an un- , 
suspecting firm might rely to dec^ide 
whether do business with you or 
to offer you employment. 

12. The Fair Credit Reporting Act gives 
the consumer certain rights-. It gives 
you the right-.-, * * 

-- to know the nature and substance of 
all the information (except medical) in. 
your file at the consumer reporting-. agency 

— to know*«the sources of the information. 
-- to know who has: received a <:onsumer . 
report -on you ^within the preceding six 
months (or within the preceding two • 
years if the report was furnished for 
empl oyment ' purposes ) . 

— to be told the name and address of 
the consumer reporting agency that fur- 
nished a report if you have been denied 
credit, insurance or employment because 
of information in a consumer report, 
—to request and receive all the infor- 
mation mentioned above from the consumer 
reporting agency free of charge. ^ (Other- 

^ ' wise, although under the law you- have 
the right to obtain the information under 
any circuhistances, the consumer reporting 
'agency may charge you a reasonable fee 
for this disclosurej^ 

— to challenge the information in your 
file if it is incorrect or incomplete 
The reporting agency must then re-inv§s- 
tigate the challenged inforination. If 

s the information is found to be inaccur- 
ate or cannot be verified, it must be 
^.^-^emoved froni your file. ' 

— to file a statement describing the ' 
dispute if a re-investigation 'does not 
settle the dispiute. ^ 

— to notify.:3tni)se named by you of dele- 
tions, inaccar'acies or disputes free of 
charge. 



* ★ ★ ★ ★ 
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YOU AID M STAIE CfeiT LAWS 
Special Interest Teaching Guide 
Learning About Credit ^ Project 



STATEMENT OF PURPOSE 

The state credit laws regulate the ex- 
tension and use of credit. Florida's 
laws are designed to protect both the 
credit user -and the Qredit;or's invest- 
ment. The main functions of the state 
laws are to set the ceilings on credit 
charges and to control conditions under 
which credit is extended. Unless one 
understands Florida's '(^^di-t "ifHhf -they 
are of ;io value. leen^3e^s*'m^t-i&\ 
informed of the pri)tectiQidg0l6vided • 
by Florida's credit TiE^/st VT-they are 
to benefit from this le^slation when 
they begin using credit. . ^ ' ■ 

****** 

objectives of 

you and the state credit laws 

For youth to become' aware of Florida's 
laws reUted to credit. 

To help the youth acquire an understand- 
ing of the purpose and protections of 
Florida's credit laws. 



IDEAS TO TEACH IN 

YOU AND THE STATE CREDIT LAWS 

Florida has several laws that offer 
protection to both creditors and credi.t 
users. 

Florida's credit laws limit the amount 
you pay. for credit and control thereon- 
ditlons of credit. ^ ■ 

The pyrpose ^of the Florida Retail In-^^ 
stallment Sales Act is to regulate re- ^ 
volving charge accounts and all install- 



ment ^cre^dit except for motor vehicles. 

The Florida Consumer Finance Act regu- 
lates credit extendecj by'small loan 
companies . 

The Motor Ji/ehicle Sales Finance Act 
jegulates credit used to buy fhdtcnr 
vehicles. 

*★★*★* ? 



SUGGESTED RESOURCES 



People 



Lav(yer . A lav(yer would be an excellent)^ 
resource person for explaining and per-, 
haps clarifying Florida's state credit / 
laws, ^f you choose pD^use a lav(yer as- 
a resource person, have hiir discuss thjB 
federal credit laws also. 



Literature \ 



YOU AND THE STATE CI^EDIT LAWS h 
4-.H SI 37. 7M - Member Piece * 

CONSUMER- CREDIT AND JHE LAW 
Florida Cooperative Extension Service. 
Reqitest from yoar County Extension 4-H 
Coordinator ♦ (EHE 142) Free 

****** 

SUGGESTED DISCUSSION OUTLINE 

It's advisable for the special interest 
4-H members- to have read the information 

of YOU AND THE STATE 
37.7M> before- the 
■find the bulletin 
THE LAW t;o be a 



in the member piece 
CREDIT LAWS {4-H SI 
discussion. You'll 
CONSUMER CREDIT AND 
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necessary resource for yourseU^ for the 
following discussion. i 



Florid* Coop«raUv* ExUnsion Strvict 
tftftttuU of Pood And Aftleultural ScUnett 
Univtrttty of l^oxida, OiinMvillt 



K Florida's credit laws have two rf^in 
functions— 

— to set the ceilings on the 
that can be charged for usi 

— to control the conditions' u 
which credit is extended. 



t 

redit. 




^2. Emphasfze tflat \he amour# which can 
be charged for using crediwvaries ac- 
cording to the type-of crg^it and the 
source of credit. 

3. Polht out th'at in ^st Florida laws 
rates which can be. charged for credit 
are stated in dolla^ and cents and not 
,as annual' percentacffi^ rates. These laws 
w6re written' befo# the standardization 
of credit tennir\j^ogy under the federal 
Consumer Credib^Protection Act. So this 
may cause some/confusion. • v 

4. Discuss Florida's Retail .Installment 
Sales Act. Below^are a ^few points that 
need to be emphasized. It-- 

. — regulates retajl installment con- 
tracts and revolving charge accounts 
and sets the maximum Urates that can 
be charged for tfiem. * 

— requires notice to buyer statement, 
regulates charges for late payments. 

— allows the merchant to sell ybur 
credit contract without your con- 
sent. 

5. ^Discuss holder-in-due-CQ{jrse» * 
(When you owe a debt to someone from 
whomVou did not buy.) ^ / 

6. Have some retail ins;tallment credit 
contracts for the youth to study.. PQint 
out the notice to buyer statement. Talk 
about why all the blanks should be filled 
1n before 'Sfgnlng the contract. 



7. D1scus§ the Florida Consumer Finance 
Act. Below ar,€f some of the more Important 
points. ' . ^ 

— regulates the max1?rtum amount that 

can be loaned to any one ^Individual. 
~ regulates the maximum ratps^ that can 

be charged by. small loan croinpanles. 



regiulates repayment terms and late 
fees. 

— regulates terms .of. repossessions. 

.8. Have some contracts from fe^all loan 
companies for the youth to study. Have 
" the youth compare them with retail in- 
stallment credit contracts to note simi- 
larities as .well as differences. ^ 

^ 9. Discuss -Florfda's Motor Vehicles 
Sales Financ^' Act.. Some of the more 
important points are listed below. .It 

— regulates credit us£d to huy motor 
vehicles. \ 

— set maximum rates th^t can be 
charged when motor vehicles are solj 
oh .cred>t., 

" allows /age of the motor vehicle to 
determine rates you onHS^ charged. 

10. Ha/e the youth Tist the information 
put irf credit^ppn tracts to protect the 
credit user and the creditor. 



DID YOU KNOW THAT . . . 

v.-y^referral selling is illegal in*Flo- 
^r^^da? This is when someone tries to 
sell you' something with a promise of 
-' money for referring customers *to them. 

... you don't get title until all pay- 
ments are made when an item is purchased 
on a retail installment credit contract? 

... you can't sell an item you're pur- 
chasing on a retail installment sales 
contract until all payments are made?* 

.... you get title iirmiediately on all items 
purchased'on a revolving charge account? 

... when an item. is repossessed, it may be 
sold again? If this amount doesn't cover 
what was still owed, you rpust pay the dif- 
ference, y 

. ... the charge for a late payment can't be 
more than S% or »5, whichever Is less? 



Prepared by: Mary NL HarrKon 

Conxum«r Educttion 
SpecUUst 
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UNDERSTANDING CREDIT 



Credf't is one of your most powerful financial tools, 
help or harm you depends on your understanding of credit, 



Whether it'll 



-WHAT. IS CREDIT? 

Credit is. bestade:.cr ibed by the phrase "buy now and pay later". 
Credit lets you buylmore things in the present. But, it does not increase 
your incpme. Instead, credit borrows from your future income. Thu$, 
the amount of your iricome, which^will be available for buying goods in 
the future, is reduced by the amount of credit you use in the present. 

Credit costs yea money in most cases. The more you pay in credit 
charges/ the less you' have to spend. This means that the total number 
of goods you can buy in the long run will be fewer in order that you can 
enjoymore things at present. 

Credit* is money you use but do not own. When you use credit, you 
are "renj:5ng" the use of someone, ejl se' s money. This is a service that, . 
in rrtost cases, you must pay for. 'You don't pay a direct charge for the 
credit card type of credit when you pay your total bill within a certain 
number of' days from the billing date. Usually you're^given 25 to 30 days. 



CREDIT PRICE TAGS 

Credit costs you money., You shduld know how much credit costs before 
you use it. To find out how much, credit costs, you^ shcJuld look at' the 
price tags.' The price tags on credit tell you how much you are paying 
for using credit. Credit has two price tags. They are called^the finance 
charqe^and the annual percentage rate. 



The finance chtrge tells 
you how mucji money you ' 
are paying for credit. 
This is a cost- you pay 
only when you use credit. 
A cash customer does not 
pay a fiaance charge. 
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The annual percentage 
rate tells you ^the^ true 
annual rate of Interest 
for credit. /The annual 
percentage rate Is like 
a yardstick/ It helps 
you comp^r^ the cost of 
credit at several places 




Flonda Coop«fatrvt Ext*ntjon S«n/ic« 
Imtitutt of food tnd Agrfcultural Sci«ncM 
OnrvtflT^ of Florida, GtinMvHIt 



ADVANTACiES. 



There are several advantages to 
using crediit. Below is a list of some 
of th/e advantages. See 
think of^others. 



a 

if you 



can 



1. You don't need to carry large sums 
of money with you when you're shopping. 

2. You can use the goods while you're 
paying for them. 

3. Buying on credit can help you estab- 
lish a good credit rating. • This will 
help you get credit in the future when 
you need it. 

Yog are able to buy items that you 
couldn't afford to purchase from current 
income. 



5. Cr! 
eral 

items' In "one 



cards that can be used* at sev- 
is allow yog to pay f6r many 
ip sum. . 

6. Monthly statements of itemized pur- 
chases may help you in keeping records 
oflthe money you spend.. 



/ 

/ * 



DISADVANTAGES 



There are disadvantages to using 
credit too*. Some of the disadvantages 
are listed below. See if you can think 
of others. • • 



costs yq^j »money in 



mos^t 



cases 



1. Credit 

2. You are more likely to overbuy or 
buy on impulse when you don't have to 
pay cash immediately. 

3. You may not Mep traqk and know the 
amount you've (Charged until your bSll 
comes.'' Sojntftimes It's a big shock! 



Credit decreases -your buying pov/er. 
THe amount of money you have td spend 
Is decr^Tased by the anx)unt you j/ay for 
credft^cvJj^rgcs, y 

5v You eEom^^^t your future Income when 
you*buy on* credit. 

'6. You may tend to shop- fn only-those 
stores extending you credit. You may 
not comparison shop. As a result, you 
may pay higher (D[rlcfes for^some things. 



WORDS Ta KNOW 



WEDIT,-- money you use but do not 'own. Credit also means to 
buy now and pay later. * *' 

FINANCE CHARGE tells you how/ much ydU.'are paying for credit 
in dollars and cents. This 1s. a cost. you pay only when* you 
use credit^; ; A cash customer 'ddes nrot pay a finance charge. 

ANNUAL PERCENTAGE 'RATE — tells yog th6 true annual rate of. 
interest' fqr credit in a percentage* The^nnual percentage 
rate Is like a yards'tick.. It^help^ you cghpare the , cost of 
credit dt several places, y ; 

' * - SUGGESTED ACtrviTY' 



Collect evidences offered It. Some of - 
the things you may collect Include*: ' , 
credit -cards, various types of credit^ <^ 
contracts, examples of credi t 'appliqa" 
tions, promotional materials fpr credit, 

^ it ^ ^ 



Prepmd by- ChatU B&rtKht Durham 
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credit advert 1 5iements, educational, 
materials, news releases. and magazine ^ 
articles related to^credlt. You will 
want to make a sprapbook, cot la^e,.Lor 
bulletin board display from these Items, 



CoimUtant: 



Mary N. Haniaon 

ConnimtrEducatlon 

Spaciallft 



creoit 





THE CREDIT ^RANtlNG .SYSTEM 



'For the most part the credit^ gr^antrng system operares behind -the scenes. / 
There are many parts of it^that are not understood 'by most people.- Selow is*/ 
a discussion of^ the credit granting .|>rocess. It has been divided into .five 



if V 



parts.^ They Include an explanation of credjit applications 
tions, credit bureaus, credit records and credit ratings. 



cred i t invest iga- 



^ . CREDIT APPLICATION , - . /\ 

To get crfedit, you musj^first fill out a credit appl ic^at ion. The infor"- 
matiod asked for is very general.^ Your name copies first along with your agd, 
marital status and humber of dependents. Then- there are a few questions about 
your place and length of residence and employment. The creditor also wants to 
know where you have your check ffig and savings accounts, your other sources of 
credit, and perhaps the names of two or three credit references. You may be 
asked a few other questions, bpt those ment;ioned are the most common. ' 

i4 " ' / 

JHe information given on a credit application may^not appear to tell too 

much about a^person. But it does tell more than you might realize. By using , 

the informatiofh as a guide for a credit investigatiort, a cred i tor' cap learn a 

lot about you as a credit customer. 

CREDIT INVESTIGATION - . -.1 

A credit investigation is a study to find 
of*credit customer you are. The mast important 
from your credit application is the* list 'of 




out 



what kind 
information 
other sources 



^your 

of credit. Each creditor is €eft4;acted and asked several ques 



tions about your. use 
credn-tor a very good 
yau are. 



of**credit. Such information gives a 
picture of the kind of credit customer 



A credit investigation is more extensive than many .people realize. This 
Is because it*s done without you knowing* about it. Your emplpyer may be call.ed 
to verify your employment and perhaps your approximate salary. Your bank'may 
be contacted about you as a bank customer anci to verbify that you have an account 
with them. And'of course, the credit departments, of the places, where you already 
have credit are called. Often a creditor wi LK^W the sei^ices of.a credit bu- 
reau for the i r investigations. 



As you can telV, a lot can be learned from such an Investigation, You no 
doubt can ^ee the importance of keeping your credit accounts in good shape. 



ERlc' 
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CREDIT BUREAUS- 



A crejJft bureau ^fs 3 cle,a'?f rig- hojus'T'for the ex- z*,;^ 
change of Information by merchants on p!feop1el^v/ho' use 
credit. 'Credit bur'edus\are.,cdn''^tantly givmg.'ajd re- 
ceiving information. Thefr'^two functions are.: . 

1. to accumulate infoVfnatJon about 'a; persbh' when he 
^'appl ies^ fpr credit and, as he/uses credit- 

2. to verify, the inforrpatfon a person yes the creditor"^ 
on his credit appHcation;,; • - . 

The servic.es of a credit bureau are used by cred i t^^^raators such as .merchants , 
smaJ^I loan companife's and banks... To use' the se'rY'jc6,$,<a' cXed Ittjor jnu^t be a member 
o*f^^*;the cre'dit bure'au. The members must pay dyfes .eaSh .-y^a^V* 'They** also have to 
pay a %mall amount for each cred i t Jnqu i ry. they mfske/ ^\ 

f ^ ^ / • CREDIT *RECO^ • . , 

Your credit reccvrd is a h i story 'of .your use/of 
credit.^ It'3 kept/at your local cred i t , bwf eau. The 
record irtcludes all the information youTiave given about 
ydur^el.f to stores, banks, and*ot^er places wher^' you 
have applied for credit: It a1 scr^includes infor/natton 
your 'c red i to/s have given to the credit bureau about you* 
The credito/s give such Information as how often you U3e 
credit, wha t* you; use credit fdr and the speed wrth which 
you pay. your b4+l5f.' . v ^ . ' ^ 

ZRp)(\T RAT^NG ' . : ' ' ^ 

Your drjidi't, ratlngf' is the result of .an- evaluation/of'.ydur 
qua] rff cat ions to receive .predi t^ - -'Tp'' decide if you ' re,;^^' good 
' or poor, credit risk, a creditor frrst'lboks at' your .pa*st rejcorif*, 
of >using credit. ^Th^iiwhe s:tudies your preserjt; financial si^feuat'fon 
'such as other cred i t^-c^ojWitfnents , empToyment, etc. If. you want. 




^ SUPER. 
\Goox> 



to borrow. a large amo'unt of rnoney, he may even try to Evaluate - 
your future. , After , that's when you'J 1 be repaying thermoney. 

SUMMARY ^ ' . > . . ' ^ * 



■I \ . • . • 

This . thent^Ara brief Explanation txf the credit granting system. You need. 
Ito know, how the^steni wor/^s. But this, is no guarantee that you'll always be 
granted ci^edit. '-jVl the erid,' you 'tie term ioe whether you* 1 1 get to use credit by 
the way you pay, yo'ur- credl t obl igations. 



WORDS TO KNQW 




/ 



CREDIT APPLICATION . /; CREDIT RECORD 

CREDIT INVESTIGATION CREDIT RATING 



CREDIT BUREAU 



replied by: Chaxl«.BartKbt Durhun 

Home Mantjtement and ^ 
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^ ESTABCISHING CREDIT • • 

.Establishing credit is important. There are going to be times durina vour 
life when you're going to need t6 use credit.' If you haven't e^V^hnchln a-. 
• you ,r*ay not be able^to get it when you need i t mos^ established credit, 

Credit^ buying is different from paying cash. The word credit comes from the 

ft^uirvou Sh"""' ^^^-9 --h 

r',^'^ ''''' '^-"^^ necessary. Thus, to establish cre-^ 

;dit; creditors must feel they can .trust you. 

' THE CREDITOR AND YOU ^ 




risk, a creditor wi 1 1 
character, Rapacity 



In judging-you'^as a* credit 
give consideration to the 3 C's 

and capital. Character represents your wtllingness to 
pay„your credit obligations. Capaci^ty is'your ability 
to pay your obligations from /o\jr income. Capital 
means owning property or things worth more than your 
debts. ' V ' 



at 



In addition 
the 'fol lowi ng 



to the 3.C's, a 
six specific po 



creditor wi 1 1 
ints. 



EMPLOYMENT. Being employed in^the same 
job for two years or, .longer is more fav- 
orable than shifting jobs oft^erf."^ per- 
son v/ith a^ job ^Involving skill an^/or 
education is thought to be a better 
credit risk than an individual employed 
as ao 'unskilled laborer, 

INCOMfe* The stability 'of your income is 
important since you' pay for^using credit 
in the future. ^ A steady income that 
meets' all nbrmal needs Is better thaw 
an income that barely covers your' needs. 

RESIOEt^CE. Owning your own home is con- *' 
side red better than renting, this show^ 
th^t you're e^tabl i shed Mn one place. But 
t\ft length of time you J ive at one place 
Ks important whether ybu own or rent. 
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Changing addre'sses often is not qood. 

.FINANCIAL STRUCTURE. A favorable finan- 
cial structure inclucf^'5 having a. savings 
account and a. -Checking account. It helps 
if you own property^ investments and life 
insurance.^ Your finaricial structure is 
unfavorable when you' have -few, if any, 
assets. • . . / 
»■ 

DEBT RECORD.. Your debt record is the 
most impo{*tant point. The main thing 
is whether y^u'j^ pTompt or slow Jn 
paying your bills. Frequent Ic^ans for 
increasing amounts is unfay<^rab1e 
credit sign. 



PERSONAL CHARACTER/STJCS. A mature fami 
mar)/with few dependents reTatWe to his 



FloHdt Cooperativt* Extension ^trvice 
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Income^jould be rat^d more favorably tnan 
one with a large number of dependents. 



Marital djfficul ties at the time you 
apply for credit is not good. 



ESTABLISHING YOURSELF CREDIT-WISE 



Until you reach the 
credit on your own. But 
position to use credit, 
a 5tereo to a motorcycle 



age^of 18, you wonlt have much opportunity to establish 
if/you have a job with a steady income, you're in a good 
Yoii may decide to use c red i^^'^rtT purchase anything from 
6f course., your parents will have to sign any credit 



commitment with you until 
go about^ the business of e 



you're 18. Below you'll find a few ideas about how to 
tablishin'g credit. It will take time and effort. 



1. A steady job is imporra^nt. 

2. You need to have a checking account. 
But be careful to never write checks for 
more than the amount you have ip your 
account . • 

3. You should also set up a savings ac- 
count. It's a good idea to add to it 
regularly. Even $2.00 a week ad^ds up. 
^. If ybu v/ork in a business that has a 
credit union, join it. It offers both 
savings and crj^dit facilities. 

5. Gas company credit cards are easier, to 
get than mos-t. So this is a good place 
to start. After you get one, use it. Be 
sure to pay your bilF on time. If you 
pay the total amount on time, you won't 



have to* pay anything for using this 
type of cred it.' 

6. The next step is to purchase an item 
from*a local store using credit. Be 
sure to shop for credit at both the 
store and your bank.. Make every pay- 
orient on time. 

7. Apply for a 
vor i te store. 

^ you can repay 
your total bill on time you won't have- 
to pay anything extra for usjng this , 
type of cred it.* » 

j^. By this point you should have a good j 
start on establishing credit. But tjhere 
are a few points to remember. 



credit ^card at yoljr fa- 
Don *t charge inore than 
in one month. "By payirvg 



POINTS 

1. Alvyays make your payments on time. 

2. If for any reason a payment will be 
late; . 

make part of the payment on time. 

explain to the creditor why the rest 
of the payment will be late and when to 
expect full payment. 

be sure to make the rest of the pay- 
ment plus- any late fee on the date yo^j 




MEMBER 



promised the creditor. 
;V:V never let this happen to the same 
creditor more than once. 
3. Don't try to buy too much 
at any one time^. This won't 



on credit 
look good 

on your credit record. A good rule to 
^remember is to never ^have more than 20^ 
of your take-home pay going for credit 
paymerfts. 



S'UGGE5TED ACTIVITIES 



1. Practice filling out credit applica- 
tions. . for one use information that 
would ma^ke the person appear to be a 
good credit risk. For another use in- 
fxDrmation that ^uld indicate the person 



was a bad credit risk. ' • 

2. Prepare a list of questions you 
would, ask"(B'person» to de*clde whether 
or not he is a good credit risk. , 



Er!g 



Prepared by. thtrU Bartscht Durham 
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CREDIT CONTRACTS 

A credit contract is a written agreement. It gives the terms of the sal4 
when you buy something on credit. \f youVe borrowing money, it gives the tefrms 
of repayment of the money. A credit contract is a legal document. A^sucK,/ you 
are responsible for what you sign. 

For some people signing thet'r name on the dotted line is their favor ire 
hand exercise. This can cause problems unless you know what: ^you're signiijfg. 
There are sev^ral^points you shbuld check before you^sign. i . 




BEFORE YOU SIGN 




terms 
under- 
an explana- 



K Read and understand ^a 
of the contract. If yo 
stand something, ask ^o 
tion. 



2. Never sign a contract^^th blank 
spaces even if the salesman says 
the typist has left for the day- Draw 
a line through all blank spaces so 
they can't be filled in later. ' 

3. Know to whom, you make all payments.^ 
Some merchants/sell their contracts 
finance companies. 

4. Understand the seller's commitments 
for maintenance, service or replacement^. 

5. Make' sure before you sign the coYi- 
tract that it contains all of the pro- 
mises and agreements m.ade by the sales 
man. If it doesn't, don't sign until 



such agreements have been added. 

6. Be sure the contract te.lls: 

— exactly what you're buying . 

— cash price 

— amount of cash down payment 
amount allowed for trade-in 

— insurance costs, ff any 

— «ny other costs 

— finance charge (this will be 
In .dollars and cents) 

-- annual percentage rate 
-- |total amount due 1 

— amount and number of payments ^ 
^- dates payments are due 

vyhat happens If you can't pay 
or if your payment Is late 
-- what happens If you want to pay 
ahead. 

7. Be sure you get a copy *of the co((- 
tradt to keep at the time^you sign. 
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WORDS TO KNOW 



/ 




There are lots of words -usecf. in connection with 'credit contracts that you 
shopld know. They are listed below. Study them. ^They will help you. when you 
read a cred i t '^contract. ■ ^ ^ - 

ANNUAL PERCENTAGE RATE — tells you the true annual rate of interest 
for credit, 'it's J ike a yardstick.- It helps you compare, the cost 
of credit at several places. y 

FINANCE CHARGE tells you how much nx)ney you are paying fo 
, This is a cost you don^t have to pay when you pay cash. 

i 

PRINCIPAL ~- the amount of money you borrow or finance. 

BALANCE the amount of money you owe on an account ^ any, given time, 

INSTALLMENT one of a series of payments^ to pay/ol^f a debt. 

COLLATERAL — something'of value gJJt up by the^borrower to guarantee^ 
repayment of a loan. If the loan ilnSr-p^id/; the lender gets the col- 
lateral. Collateral may be the title to a/car, boat, or home furnish- 
^ ings, stocks, bonds or a life insurance p^olicy. ^ ' , ' 

DEFAULT — failure to make a payment when due. It also means failure 
tp meet any terms of the contract. For example, failure to insure a 
Car as agreed in the contract is. called default. s " 

/ REPOSSESSION — the seller takes back goods when the buyer fails to 
meet payments. 



BALLOON PAYMENT — a payment tliat is much larger than all the others. 
A balloon payment is usually the last payment. 

UNSECURED LOAN only the borrower's signature guarantees repayment. 
Nothing material is used as colrateral. 

SECURED LOAN' — borrower gives collateral to the lender to guarantee 
ref)ayment of the loan. 

CO-SIGUER — another person who signs the credit contract with you. - 
^ This gives the lender two people promising repayment of the'loan. 

SUGGESTED ACTIVITIES 

1. Get. some copies of different types. 2. Shop for soinethlng you -^uld like 

of cred it* corttracts. Practice reading to have some day. Find out all the 

the contracts. Discuss the contracts costs involved In financing it. Dis 

in class and with your parents., cuss the d'^fference between the cash 

price and credit price in class. 

-k -k -k -k -k 

Prepar^chjy: ChiuU Bwrtjcht Durhihi * £^ n ContulUnt: M«ry N. Htjriiolti 

Home Management and ^ U . ' Education 

FaraUy Economic* Specialist • SpeclalUt . ^ ^ 




abou^ 



credit 



ERIC 




.^•.H SI 





Wte! TO GET CREDI 

You can get credit from several different places. The sources for credit 
can be divided into three groups. They are: financial institutions, retail 
establ ishments, and credit granting cor:porations. You get cash credit from 
financial institutions. Retail establishments offer you sales credit. Credit 
^granting corporations give you credit that can be used for many purposes. 

J 

FINANCIAL INSTITUTIONS ^ 

Financial institutions provide you with money. 
You may use the cash in a number of ways. Your sources 
among the financial institutions include: corwnerdial 
banks, small loan companies^ credit un.ions, savings and 
loan associations, life insurance companies, and. Indus- 
trial • loan banks. ^ 
» • 

As yoiT'ciri^s^ , there are several places 'Ovhe re you can borrow money. But 
the secret of borrowing is to get the best deal.. To do this you must go shopping 
for money just as you would for any other important purchase. The price tag 
you should look for, is the annual percentage rate. This is your* only reliable 
yatds^-^ek -for comparing the co^t of ^credit among the various lenders. The impor- 
tant point to remember about financial institutions is that ihe annual percentage 
rate can range from lesi than 9? to as much as 36%. It all depends on the finan- 
cFal institution. 



RETAIL ESTABLISHMENTS 

You can get credit from almost every retail estab- 
lishment. The type of credit you get Is called sales^ 
credit. You, can use it to buy many kinds of goods and 
services. Sales credit can be used only In the store, 
or chain of stores, that gave you the credit. In other 
words, you must have a credit agreement with each store 
in which ^ou want to use credit*. 

V 

Stores offer two types of sales credit. Each serve a different purpose. 
Charge aocounts allow yog fhe convenience of charging Items like clothing, house*" 
hold supplies, linens, kitchen utensils and otilfer goods and services, t^stall- 
ment sa^es -credit is used for purchasing, large items that cost a lot. This would 
IncliAle such fhings §s major appl Ianc^p^> furn ituVe, carpeting, home repairs, etc. 

* - • 
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^ >ft«»tuttof FoodindADricultur»IScitnc«»* ■ 

Unrvtrsity of Florid*. Gaintwillt ^ * 





CREDIT GRANTING CORPORATIONS 



CredU granting c6rporat ions g i ve you a type of 
credit known as multi-purpose credits, l^^s similar ,to 
the charge account credit from retail establishments. 
You can use multi-purpose credit at not just one, but 
at many different types'of businesses. With the same 
card, you can charge almost anything on earth — from o 
a toothbrush tt> an entire vacation. In fact, with the 
.bank credit cards, you can even borrow money. 

Multi-purpose credit is a Convenience type of credit. This type of credit 
makes it possible for you not -to have to carry a lot of different credit cards 
with you. Also, you don't have to carry a large sum of Tnonev. You can get three 
types of multi-purpose credit cards. They include: oil company cards, travel 
and entertainment cards, and bank carcfs. 




Multi-purpose is the newest type of credit. 
You might think of it as being a three-way credit 
transaction. It involves you, the crej#1t granting 
cot-poration and the merchants. With multi-purpose 
credit, the merchant does not have to send each 
credit customer a bill. Instead, he sends the 
credit sales receipts to the credit granting Corporation. 
This organization pays the merchant_amlJtheri bills the 
customers. 

SUMMARY ^ 



- Each of the sources 6f credit have different characteristics. They serve 
your different credit needs. For example, if you're going shopping for some 
smarU items for your home, you need a type of credit, that offers convert ience. 
You wotjldn't go borrow money from a bank for the routine type of shopping. But 
if you're buying a house full of furniture, you need to visit a bank ancj some 
of the other credit sources to find the best credTt terms. 



Credit costs you money. The more you spend for credit, the less youMl 
have for other thidfgs. It's good to compare the costs and requirements for credit 
at each of the sources. Then ycn>J*l 1 be sure of getting the most for your money. 



SUGGESTED AC®VITIES 
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1. Find out the cost of the various 
types of credit, from ther different 
sources. Make^a chart showing the 
annual percentage rate according 
to the type'anci source of credit. 



2. Learn about 



vailable from \^arious stores. Give 



a report about 



Prtptrtd by: ChAila B«ji«cht Duxhani 
\ Home Mar Mement and 

^ FtmU/ Ec >nomict Sp«cUlitt ' 



the ^redit plans a- 



what you learned, 
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#3. Cut out of newspapers and magazines 
different advertisements related to cre- 
dit offers. Make_ a.-bul letin board display. 
Write youp* thoughts about the good and 

. bad points of each. 

k. Make up one ad that includes everything 
you believe necessary to tell the complete 
' story when offering dredlt. 



***** 



ConauIUnt: 



Mary^N. HarrUon 
ConfU2s«r Education 
Specialist 
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m AND THE FEDERAL CREDIT LAWS 

... What should you look for when you're comparing credit costs from different places? 
... WKat can you do to protect .your credit rating if you tiave a disagreement wi^h a 
inerchant?- 

... How 5^n you learn about what's on your credit record? 

The answers to these questions are found in oi/r Federal credit laws. There are 
two Federal laws that are important to the credit shopper. One is called the Consumer 
Credit Protection Act. The other is the Fair Credit Reporting Act. 

Federal laws do not limit the amount you pay for credit. Neither do they control 
the contiitions of credit. State laws do this,. The purpos^e of Federal laws is to make 
suJie you get complete and correct information. Federal l^ws want you to know the cost 
and cfl^itions of credit before you "sign on the dotted fine." The Federal Igws also 
make nE^easier for you to sKop for credit and get the best credit deal. _ 
' • • ^ 

CONSUMER CREDIT PROTECTION ACT ^/ . . 

This' law is also called Trutl)/in-Lending^ 
It went into effect on July 1, 1969. This is the 
law that makes it easier for yc^p to. shop for cred- 
it. It makes all creditors use the same terms 
whentstating the cost of credit. The terms are ' 
the finance charge and the annual percentage rate. 
More will be said about them later. 

There are three parts to the Consumer Credit Protection Act which^you need to . 
know abou^. They will be discussed under the headings of disclosure, rescission (can- 
cellation), and advertising, We'll also^ discus's an amendment to this law. 




Disclosure 

This is the most important part of 
*the law. Disclosure means, that the cred- 
itors, must give you certain information 
on a credit contract. •The disclosure 
part of the law makes three important 
requi rement^.* 

* First, all conditions and terms of 
the contract must be stated clearly. For 
example, there might be a balloon payment. 



If so, you must Se told. You must be told 
about all penalties and any charges. If * 
thet'e Is a mortgage or a lien- on anything 
you own, you must be toldr 
• ^ **- 

> * Next,' the creditor must tell you 
about a}l the credit charges. He must 
list each of thp charges and the cost^. 
You must be told the total of these clhar- 
ges. This must be stated as dollar^ , 
and cents. This is called the finance 
charge. Remember, the finance charge Is 
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the extra nK>ney which>ou pay fpr using 
credit. You would not have to pay these 
charges if you paid cash. 

* The third part of the disclosure * 
requires the finance charge to be stated 
as an annual percentage rate. The annual 
percentage rate is the most important 
part of this law. It tells you the true 
annual rate yau're paying for cre^dit. • 
The annual pe^c^ntage rate is the price 
tag on credit;-^ It is the one reliable 
yardstick for comparing the costs of 
credit from various creditors. 

Resci ssion . 

* This part of the law invoWes the 
3-day rescission (cancel lation) 'rule. It 
applies to any consumer credit contract 
that invpWes a mart gage on your home. 
This rule allows you thre€ working days 
to back out of a contract.. The creditor 
must give you his adilpess so you can 
write him and cancel. You cannot be char- 
ged anything for changing your raind. This 
is to help those who are pressured into 
signing a contract. 



Advertising 

* The third part of the law Involves 
advertising. Advertisements roust tell 
the whole story — not just part of It. 
If any specific dredit terms are adver- 
tised, the creditor must also advertise 
the whole package. No longer can a cred- 
itor say, "This terrific dishwasher can be 
yours for Just $k.8S a week!'' He must 
include the cash price, wumber^of weeks of 
payments, finance charge, and other thliigs^* 
When advertising rates, the annual percent- 
age rate must be used. If a creditor ad- 
vertises specific credit terms, he must 
make them available to all who apply If 
their credit rating Justifies it. 

Amendment 

* An amendment to this law has se^ a 
limit on what you can be charged foY lost 
or stolen credit cards. You don't have to 
pay more than $50 of the cf^rges made on 
any one card. If you tell the company be- 
fore anyone has used your card, you don*^^ 
have to pay anything. I^^V, 



FAIR CREDIT REPORTING ACT 



This Is the second' of the two Fed- 
eral credit laws. This law is designed 
to protect your credit rating. It re- 
quires that only correct and up-to-date 
information be kept In your file at the 
credit bureau. 

This law protects you if you're de- 
nied credit. If you don't get credit 
because of information in your file, you 
must be notified. You then have 60 days 
In which to go to the credft) bureau. 
They are required by law to tell you 
what information is in^your credit rec- 
ord* This doesn't cost you anythjng. If 



the information is wrong, the credit bu- 
reau will look into your situation and 
make corrections. 

Sometimes people dpn't pay a bill 
for a good reason. This happens when work 
isn't completed or a product •fal I s apart. 
In the case of 'a disagreement, you can 
write your side of the dispute. It must 
be In 100 words" or less. Your statement 
Is then put In your file along with the 
other credit Information, Your side of 
the story is then sent to anyone request- 
ing credit Information about you. 



SUGGESTED ACTIVITIES 



1. Find a newspaper ad that tells about 2. Look at a credit contract, 

credit. Underline all the credit infor- all the terms of the contract, 

matlon in the ad. q * 

***** 
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YOU AND THE .STATE aeiT LAWS 

>. . If your charge account comes due on the first of the month, what happens if 

you're more than 10 xiays late. in paying it? 
... A loan company can charge a late fee only once on a past due payment. If 

the maximum interes-t is charged, can a late fee also be charged? 
... How much can you be charged for interest on an installment credit contract? 

The answer to each of these questions ^- found in the Florida credit laws. 
There are several state laws which regulate i;he extension and use of credit. These 
laws are intended to protect you. They're also designed to protect the creditor's 
investment. One main thing state laws do is set the ceilings on credit charges. 
They also control the conditions under which credit is^^xtended; 

FLORIDA RETAIL INSTALLMENT SALES ACT 

This law regulates revolving charge acc<}unts. It also regulates most install- 
ment credit excluding motor vehicles. AH installment contracts are requfred'to 
carry the following warning 1n big print. 

NOTICE TO THE BUYER 
Do not sipn this before yop read it 

or. if it contains blank spaces. You 

are entitled to an extra "copy pf the 
paper you sign. 

This law also covers what can happen if a payment is late. A payment is con- / 

sidered late if it is paid more than 10 days after the day it is due. A charge^n 

be made for a late payment. This ehargie can't be more than 5% of the payment due« 
or^$5.00. You are to be charged whichever is less. 

Rates charged for installment contracts can't be over $10 per year on each $100 
of credit. For example, let's say you borrowed $500. The most you could be charged 
for one year would be $50. If you borrowed the $500 for two years, you would be 
charged $100 for the use of the money. In other words, you would have to repay $600. 

Revolving charge accounts are sometimes called credit card accounts. This law 
requires that a bill for such accounts be sent each month. This bill must list all 
the charges, payments made, the unpaid balance at the beginning and 'at the end of 
the month. Finance charges cannot be more than '15^ per $10 of the unpaid balance. 
This Is the same as an annual percen-tage rate of 18%, If a finance charge is less 
than a dollar, the dollar can be charged. 
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FLORIDA CONSUMER 



FINANCE ACT 



. Loan companies '^T^ regulated by the 
Floridei Consumer Finance Act. The most 
a loan company can lend to one person or 
family is $2,500. The -borrower must pay 
iOi interest on the first $300 of his 
loan. On the next $300 the interest rate 
is 24%. On all principle over $600 the 
interest is ]6%. Loans of $600 or less 
mkt be repaid within 24 months, linger 
loaW must be repaid within 36. months. 
(Noice thts law lists interest in terms 
of annual percentage rate) 



When two or more purchases are put 
on the same credit contract, payments are 
fir?t credited to the least expensive 
pufthase until it is paid in full. If 
items are bought at different times, all 
payments, are applied toward the first 
purchase until paid in full. Then pay- 
ments are applied toward the second pur- 
chase. If the balance owed is less than 
$2,000 and the purchase is repossessed, 
the debt is marked paid. This is not 
the case with most other forms of credit. 



MOTOR VEHICLE SALES FINANCE ACT 



This law res^TStes credit used to 
buy motor vehveles. Motor vehicles are 
cars, trucks and motorcycles. The rates 
which you can be charged are set by the 
age of the motor veKIrl^. TtT^^arder'the" 
vehicle, the higher the credit rates. 

For a new carj^ou can't be charg^ed 
more than $8 per $100 of credit. This 
is for each year you have the loan. The 
annual percentage rate is about 16%. 

QLet's suppose you borrow $2,000 for 
a new car. You plan to pay for the car 
in one year. What will. you pay for the 
credit? To help you get your answer read 
aod do the following. Use a separate 
piece of pappr for your figures. 

First you must know how many hund- 
reds are in 2000. So divide 2000 by 100. 
Answe r > ^ 

.Then you must -mul4:i ply your ^answer 



by .$8. This will give you the cost of 
credit on $2,000 for one year. 
Answer 

Suppose you took two years to pay 
/ for the car. What would the credit cost? 
Answer ^ 

If a car is^inore than fbur years . 
old, the credit ceiling i^. $17 for jeach 
$100 of credit. That's all annual per- 
centage rate of about 34%. 

Suppose you borrowed $1,000 for one 
year to buy a 4-year old car. How much 
interest could you be charged? 
Answer 

If you don't pay for your car, it 
can be repossessed. This means it can 
be taken away .from you by the creditor. 
The car co.uld be worth less than you owe 
on it. In some cases, you might have to 
'pay this diffei:ence. 



SUGGESTED ACTIVITIES 



1. Look at an installment credit con- 
tract. Find the warnlnp statement. 
Talk about why you think all the^'blanks 
should be filled^ln before signing the 
contract. - 

2. Look* at several credit cards. What 
kind of information do you find? Is the 
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Information the same on all credit cards? 

3. Talk about why 1t\s a good idea to 
pay a bill on time. 

4. Look at some credit contracts. What 
informatidrv Is put on them to protect ^ 
ybu? What information protects the 
creditor? 
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